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Critics say politics, corruption could affect canal's future
Recent events have given critics of President Ernesto Perez Balladares's administration concern
about the future of the canal. The acquittal last November of Pedro Gonzalez a member of
a politically influential family of the murder of a US serviceman raised questions about the
independence of the Panamanian judiciary in possible rulings on canal litigation (see NotiCen,
11/13/97).
Likewise, the appointment of Jorge Ritter as Minister for Canal Affairs and chair of the canal
authority (Autoridad del Canal de Panama, ACP) was not well received in the US and among major
canal users. Ritter was former foreign minister under dictator Manuel Noriega and has been accused
of having dealings with drug traffickers. Critics also point to nepotism and cronyism in the canal's
management, as Perez Balladares has appointed relatives and close political allies to the ACP. Ritter
defended the appointments arguing that naming competent relatives to government posts is not
nepotism.
Perez Balladares said that only one relative had been appointed. Somewhat ambiguously, he argued
that allegations that three others were also relatives were merely "suppositions" by his critics. Those
appointees were not his allies but political opponents, he said. Besides, "I think that everybody [in
Panama] is related to everybody else." Ricardo Arias Calderon of the Partido Democrata Cristiano
(PDC) said the president was hiding the fact that besides two members of the governing Partido
Revolucionario Democratico (PRD), the president had appointed Ritter, contributors to his election
campaign, and others whose parties were allied to the PRD.
Canal Commission raises rates, restricts maximum ships draft
The Canal Commission, which manages the waterway until it reverts to Panama in 2000, increased
transit tolls by 7.5% starting in January, bringing to almost 16% the increases during the past two
years. The 8.2% increase in 1997 was not enough to cover a US$2 million deficit, which was in
part a result of a 4.2% reduction in the number of ships traversing the canal during fiscal year
1996-1997. The toll hike is expected to raise revenues from US$493.6 million to US$527 million in
fiscal 1997-1998.
A schedule of gradually increasing rates was worked out between the Canal Commission and canal
users in 1996, and more increases are to come. The additional income is necessary to pay for a US$1
billion modernization program to include widening sections of the canal to permit two-way traffic
for the largest vessels. When completed in 2002, the improvements will reduce waiting time for
the passage and increase traffic capacity to 44 ships per day, a 20% increase over present capacity.
Still, canal administrator Alberto Aleman said in January that the canal faces an uncertain financial
future.
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While the Asian monetary crisis is expected to increase Asian exports to the US, shippers are being
hit with new tonnage restrictions. A drought, brought on by the meteorological phenomenon
El Nino, has lowered water levels and forced the Canal Commission to restrict the maximum
displacement tonnage of ships passing through the locks.
In February, the Canal Commission notified shippers that beginning in mid-March, the maximum
depth of the canal will be reduced from 12.04 meters to 11.9 meters. The maximum could be reduced
to as little as 10.35 meters by October. The restrictions will affect 17% of the merchant ships that use
the waterway and force them to divert cargo to other routes. For shippers, this will mean delays and
increased costs. For the canal, the new restrictions could severely reduce revenues, throwing off the
modernization plans.
Talk of privatizing the canal raises controversy
Last November, Canal Authority member Moises Mizrachi, a close associate and financial backer
of President Perez Balladares, said that, after 2000, various canal operations would be sold to the
private sector and many of the canal's 8,000 workers would lose their job security and salary gains.
Perez Balladares was quick to pledge that the canal "never will be sold, taxed, or privatized." But
canal-workers unions took Mizrachi's remarks seriously and demanded that the legislature refuse to
confirm his appointment to the ACP. Though confirmed last November with PRD votes, his backers
were forced to defend his "probity" while more than 100 charges were filed against him, mostly
stemming from his business affairs.
Mizrachi is awaiting trial on charges that include embezzlement, corruption, and abuse of authority.
Despite the president's denials, opposition leader Ruben Arosemena of the PDC said Mizrachi
had simply leaked an administration privatization plan that the president has on his agenda for
his second term. Perez Balladares is developing his re-election strategy based on the financial
"interests" who will benefit from privatization, said Arosemena.
In line with the trend toward selling off state-owned enterprises, many private-sector leaders,
like Citibank director Ricardo Fernandez, are finding the sale of the canal a "highly attractive"
proposition. Ricaurte Vazquez, finance director of the Canal Commission, suggested in early March
that "the Panama Canal will become a corporation with a balanced budget and a desire for profit,
conscious of its competitiveness in the globalized world of today."
Canal Minister Jorge Ritter said it was too soon to talk about the possibility of privatization. He also
denied there were any plans for wholesale layoffs. "We are very far from that," he said. However,
last year, the Canal Commission made a study of the work force in preparation for cutting US$35
million from the US$260 million annual payroll and in November 1998, the commission will freeze
new hiring. (Sources: The Christian Science Monitor, 10/23/97; Notimex, 11/12/97; Time, 12/15/97;
Associated Press, 12/18/98; Spanish news service EFE, 03/11/98; El Panama America, 09/02/97,
12/13/98, 12/18/97, 12/31/97, 01/02/98, 01/25/98, 03/11/98, 03/17/98; Inter Press Service, 11/05/97,
01/05/98, 03/18/98; The Miami Herald, CNN, 03/18/98)
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